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(2) Disproportionate Share Payment for Hospitals that Primarily Serve

Children (Pool 2): For FFY03 and succeeding years, the Department
will make a disproportionate share payment to the hospital that both
primarily serves children aged 20 and under, and has the greatest
number of Medicaid days, in the amount of $2,000,000 annuaily. A
hospital eligible for payment under this pool will not be eligible for
payment under any other pool. If payment to the hospital exceeds
the disproportionate share payment limit, as established under

1923 (f) of the Social Security Act, the payment will be reduced.

(3)Disproportionate Share Payment for State Owned Institutions for

Mental Disease (IMD) Hospitals and for eligible hospitals in Peer
Group 4 (Pool 3): For FFY03 and succeeding years, the Department
will determine a disproportionate share payment for eligible hospitals
using the data and methods described below.

(a) Total funding to the State Owned Institutions for Mental Disease
(IMD) Hospitals and hospitals in Peer Group 4 Pool will be
$1,811,337 annually.

(b) Payments will be calculated as follows:

[1] The DSH payment for each hospital for this pool will be the
cost of uncompensated care.

[2] Eligible hospitals must certify in writing to the Nebraska
Medical Assistance Program its charges for uncompensated
care for the hospital’s fiscal year ending in the calendar year
preceding the federal fiscal year for which the determination
is applied. Charges for uncompensated care will be
converted to cost using the hospitals cost to charge ratio.

[3] Payment to each hospital will be equal to the cost of its
uncompensated care.

[4] If the total of all disproportionate share payment amounts for
State Owned Institutions for Mental Disease (IMD) Hospitals
and Peer Group 4 Hospitals exceeds in any given federal
fiscal year, the federally determined disproportionate share
limit for Nebraska, the DSH payments will be reduced prorata.

[5] A hospital eligible for payment under this pool will not be
eligible for payment under any other pool.
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(4)Non-Profit Acute Care Teaching Hospital affiliated with a State-

Owned University Medical College (Pool 4). For FFY03 and

succeeding years, the Department will create a disproportionate

share pool for the non-profit acute care teaching hospital,
subsequently referred to as the state teaching hospital, that has an
affiliation with the University Medical college owned by the State of

Nebraska.

(a) Total funding to this pool will be the remaining balance of the total
(federal and state) DSH funding minus the funding for Pool 1,
Pool 2, and Pool 3.

(b) The DSH payment to Pool 4 will be the difference of the total
(federal and state) DSH funding minus the funding for Pool, Pool
2, and Pool 3.

(c) If the payment to the hospital exceeds the disproportionate share
payment limit, as established under 1923(f) of the Social Security
Act, the payment will be reduced.

Limitations on disproportionate share payments:

(1) No payments made under this section will exceed any applicable
limitations upon such payments established by Section 1923
(g)(1XA) of the Social Security Act.

(2) Disproportionate Share payments to all qualified hospitals for a
year will not exceed the State disproportionate share hospital
payment limit, as established under 1923 (f) of the Social Security
Act.

10-010.03J Out-of-State Hospital Rates: The Department pays out-of-state hospitals

for hospital inpatient services at the peer group rate for a like peer group of Nebraska
hospitals. The peer groups are -
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1. Metro Acute Care Hospitals: Hospitals located in a Metropolitan Statistical
Area (MSAs) as designated by Medicare;

3. Rural Acute Care Hospitals: All other acute care hospitals;

4. Psychiatric Hospitals and Distinct Part Units in Acute Care Hospitals:
Hospitals that are licensed as psychiatric hospitals by the licensing agency
of the state in which the hospital is located and distinct parts as defined in
471 NAC 10-010.03A.

5. Rehabilitation Hospitals and Distinct Part Units in Acute Care Hospitals:
Hospitals that are licensed as rehabilitation hospitals by the licensing
agency of the state in which the hospital is located and distinct parts as
defined in 471 NAC 10-010.03A.

Operating cost payment amounts are calculated based on the appropriate peer group
base payment amount. Capital-related cost payments are macle based on the peer
group weighted median capital per diem rate. The cost-to-charge ratio is the peer
group average.

Payments for psychiatric and rehabilitation services provided by out-of-state hospitals
are made on a prospective per diem. Hospitals are paid based on the peer group per
diem rate for the appropriate type of service. Operating cost payment amounts are
calculated based on the appropriate peer group per diem rate. Capitai-related cost
payments are made based on the peer group weighted median capital per diem rate.

The Department may allow payments to out-of-state hospitals for direct or indirect
medical education costs at a negotiated per discharge rate.

10-010.03J1 Exception: The Administrator of the Medicaid Division may enter
into an agreement with an out-of-state hospital for a rate that exceeds the rate or
fee established in 471 NAC 10-010.03J only when the Medical Director of the
Department has determined that -

1.  The client requires specialized services that are not available in
Nebraska; and

2. No other source of the specialized services can be found to provide the
services at the rate established in 471 NAC 10-010.03J.

10-010.03K___ Out-of-Plan_Services: When enroliees in the Nebraska Health
Connection are provided hospital inpatient services by facilities not under contract with
the Department's prepaid health care organizations, the Department contracted
prepaid health care organizations are authorized, but are not required, to pay
providers of hospital inpatient services who care for individuals enrolled in the
Nebraska Health Connection at rates the Department would otherwise reimburse
providers under 471 NAC 10-010.03ff.
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10-010.03L _Free-Standing Psychiatric Hospitals: When a free-standing psychiatric
hospital (in Nebraska or out of state) does not have ancillary services on-site, such as
pharmacy or laboratory, the provider of the ancillary service shall bill NMAP for the
ancillary services provided to inpatients. The hospital shall not include these ancillary
costs on its cost report. The hospital's rate is calculated according to 471 NAC 10-
010.03D, and/or 10-010.03J. This is an exception to policies related to the elimination
of combined billing in 471 NAC 10-003.05C and following.

10-010.03M __ Rate-Setting Following a_Change in Ownership: The rate-setting
process for facilities with a change in ownership will be the same as the rate-setting
process used prior to the change in ownership as described in these regulations.

10-010.03N Rate-Setting Following a Hospital Merger: Hospitals that have combined
into a single entity shall be assigned a single combined weighted average for each of
the following: direct medical education amount, if applicable, indirect medical
education amount, if applicable, cost-to-charge ratio, outpatient percentage, capital
amount, and any other applicable rates or add-ons. The weights shall equal each
hospital’'s base year Medicaid discharges as a proportion of total Medicaid discharges
for the merged hospitals, and shall be applied to the current fiscal year rates which
were calculated for each hospital.

10-010.030 _Rate-Setting for a New_ Operational Facility: The Department shall
establish a prospective per discharge rate for a new operational facility for Peer
Groups 1-5. The rate will be the average peer group rate for the respective peer
group for the new facility. For critical access hospitals, the rate will be determined
individually for each hospital based on reasonable cost. The peer groups are -

1. Metro Acute Care Hospitals: Hospitals located in a Metropolitan Statistical
Area (MSAs) as designated by Medicare.

2. Other Urban Acute Care Hospitals: Hospitals that have been redesignated
to an MSA by Medicare for Federal Fiscal Year 1995 or 1996 and/or
hospitals designated by Medicare as a Regional Rural Referral Center;

3. Rural Acute Care Hospitals: All other acute care hospitals with 30 or more
base year Medicaid discharges;

4. Psychiatric Hospitals and Distinct Part Units in Acute Care Hospitals:
Hospitals that are licensed as psychiatric hospitals by the Nebraska
Department of Health and distinct parts as defined in these regulations;

5. Rehabilitation Hospitals and Distinct Part Units in Acute Care Hospitals:
Hospitals that are licensed as rehabilitation hospitals by the Nebraska
Department of Health and distinct parts as defined in these regulations.

6. Critical Access Hospital: Hospitals that are certified as critical access
hospitals by Medicare.
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10-010.03P Depreciation: The Department recognizes depreciation as an allowable
cost as reported on each facility's Medicare cost report and as determined allowable
by the Medicare intermediary through application of Medicare principles of
reimbursement.

10-010.03Q Recapture of Depreciation: A hospital which is sold for a profit and has
received NMAP payments for depreciation, shall refund to the Department the lower
of -
1. The amount of depreciation allowed and paid by the Department; or
2. The product of -
a. The ratio of Medicaid allowed inpatient days to total inpatient days; and
b. The amount of gain on the sale as determined by the Medicare
intermediary.

# of Medicaid Inpatient Days X Gainon Salein$ = Recapture Amount
Total # of Inpatient Days

The year(s) for which depreciation is to be recaptured is determined by the Medicare
Intermediary according to Medicare principles of reimbursement.

10-010.03R _Adjustment to Rate: Changes to Medicaid total allowable costs as a
result of error, audit, or investigation may become the basis for adjusting current
and/or prior prospective rates. The adjustment will be made back to the initial date of
payment for the period affected based on the rate as determined by the Department.
Hospitals will receive written notice of any adjustment stating the amount of the
adjustment and the basis for the adjustment. If the rate adjustment resuits in
decreasing a hospital's rate, the hospital shall refund the overpayment amount as
determined by the Department to the Department. If the rate adjustment results in
increasing a hospital's rate, the Department shall reimburse the underpayment
amount as determined by the Department to the hospital.

10-010.03S Lower Levels of Care: When the Department determines that a client no
longer requires inpatient services but requires skilled nursing care and there are no
skilled nursing beds available when the determination is made, the Department will
pay only for authorized medically necessary skilled nursing care: provided in an acute
care hospital at a rate equal to the average rate per patient day paid by the
Department to skilled nursing facilities during the previous calendar year.
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When a Medicaid patient no longer requires inpatient hospital services and has
requested nursing home admission and is waiting for completion of the pre-admission
screening process (PASP), the Department may pay for the PASP days the client
remains in the hospital before the pre-admission screening process is completed at a
rate equal to the average rate per patient day paid by the Department to skilled
nursing facilities during the previous calendar year. The hospital shall request prior
authorization from the Medicaid Division before the PASP days are provided. The
Medicaid Division will send the authorization to the hospital. The hospital shall bill for
class of care 81 and enter the prior authorization document number from Form MC-9
on Form HCFA-1450 (UB-92). The claim for the PASP days must be separate from
the claim for the inpatient days paid at the acute rate. The PASP days will be
disallowed as acute care days and NMAP will pay the average rate per patient day
paid by the Department to skilled nursing facilities during the previous calendar year
for the PASP day. PASP days will not be considered in computing the hospital's
prospective rate.

10-010.03T Access to Records: Hospitals shall make all records relating to the care
of Medicaid patients and any and all other cost information available to the
Department, its designated representatives or agents, and/or representatives of the
federal Department of Health and Human Services, upon reasonable notice during
regular business hours.

Hospitals shall allow authorized representatives of the Department of Health and
Human Services Finance and Support, the federal Department of Health and Human
Services, and state and federal fraud and abuse units to review and audit the
hospital's data processing procedures and supportive software documentation
involved in the production of computer-encoded claims submitted to the Department.
The hospital shall allow the authorized representatives access for the purpose of audit
and review at any reasonable time during normal working hours upon written notice by
the Department at least one working day before the review and audit.

10-010.03U Audits: The Department periodically performs or receives cost report
audits to monitor the accuracy of data used to set rates. Audits may be performed by
the hospital's Medicare intermediary, the Department, or an independent public
accounting firm, licensed to do business in Nebraska and retained by the Department.
Audits will be performed as determined appropriate by the Department.

10-010.03V__ Provider Appeals: A hospital may submit additional evidence and
request prompt administrative review of its prospective rate within 90 days of the rate
notification date according to the procedures in 471 NAC 2-003 ff. A hospital may
also request an adjustment to its rate (see 471 NAC 10-010.03W).
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10-010.03W_Request for Rate Adjustments: Hospitals may submit a request to the

Department for an adjustment to their rates for the following:

1.

An error in the calculation of the rate. Hospitals may submit a request for
adjustment to their rate if the rate-setting methodclogy or principles of
reimbursement established under the State Plan were incorrectly applied, or
if incorrect data or erroneous calculations were used in the establishment of
the hospital's rate.

Extraordinary circumstances. Hospitals may submit a request for
adjustment to their rate for extraordinary circumstances that are not faced
by other Nebraska hospitals in the provision of hospital services.
extraordinary circumstances are limited to circumstances occurring since
the base year that are not addressed by the reimbursement methodology.
extraordinary circumstances are limited to -

a. Changes in routine and ancillary costs, which are limited to -
(1) Intern and resident related medical education costs; and
(2) Establishment of a subspecialty care unit;
b. Extraordinary capital-related costs. Adjustment for capital-related costs
will be limited to no more than a five percent increase.
Catastrophic circumstances. Hospitals may submit a request for adjustment
to their rate if they incur allowable costs as a consecuence of a natural or
other catastrophe. The following circumstances must be met to be
considered a catastrophic circumstance:
One-time occurrence;
Less than twelve-month duration;
Could not have been reasonably predicted;
Not of an insurable nature;
Not covered by federal or state disaster relief;
Not a result of malpractice or negligence.

~0 00T

In all circumstances, requests for adjustments to rates must be calculable and
auditable. Requests must specify the nature of the adjustment sought and the amount
of the adjustment sought. The burden of proof is that of the requesting hospital.

If an adjustment is granted, the peer group rates will not be changed.
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In making a request for adjustment for circumstances other than a correction of an
error, the requesting hospital shall demonstrate the following:

1. Changes in costs are the result of factors generally not shared by other
hospitals in Nebraska, such as improvements imposed by licensing or
accrediting standards, or extraordinary circumstances beyond the hospital's
control.

2. Every reasonable action has been taken by the hospital to mitigate or
contain resulting cost increases. The Department rnay request that the
hospital provide additional quantitative and qualitative data to assist in
evaluation of the request. The Department may require an on-site
operational review of the hospital be conducted by the Department or its
designee.

3. The rate the hospital receives is insufficient to provide care and service that
conforms to applicable state and federal laws, regulations, and quality and
safety standards.

Requests for rate adjustments must be submitted in writing to the Administrator,
Medicaid Division, Nebraska Department of Health and Human Services Finance and
Support. Requests must be received within 45 days after one of the above
circumstances occurs or the notification of the facility of its prospective rates. Upon
receipt of the request, the Department shall determine the need for a conference with
the hospital and will contact the facility to arrange a conference if needed. The
conference, if needed, must be held within 60 days of the Department's receipt of the
request. Regardless of the Department's decision, the provider will be afforded the
opportunity for a conference if requested for a full explanation cf the factors involved
and the Department's decision. Following review of the matter, the Administrator shall
notify the facility of the action to be taken by the Department within 30 days of receipt
of the request for review or the date of the conference, except in circumstances where
additional information is requested or additional investigation or analysis is determined
to be necessary by the Department.

If rate relief is granted as a result of a rate adjustment request, the relief applies only
to the rate year for which the request is submitted (except for corrections of errors in
rate determination). If the provider believes that continued rate relief is justified, a
request in any subsequent year may be submitted.

Under nc circumstances shall changes in rates resulting from the request process
result in payments to a hospital that exceed its actual Medicaid cost, calculated in
conformity with this Medicaid cost calculation methodology.

10-010.03X _Administrative Finality: See 471 NAC 3-001.09.
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The State has in place a public process which complies with the requirements of Section
1902(a)(13)(A) of the Social Security Act.
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